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I. Introduction and Objectives

❑ I would like to congratulate and thank the organizers (CoDA, 

and IDEAs) and AUC for hosting this very germane and 

timely event—The African Monetary and Economic 

Conference—when calls for reforming the International 

Financial System (IFS), which has long constrained 

economic expansion in the developing world, are growing;

❑ Among all the regions of the world, the one that has been 

the most adversely affected by the current IFS is Africa;

❑ Africa is also the region that has surrendered its monetary 

sovereignty the most and remains highly marginalized in 

the global monetary and currency landscape;
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Overview of Global currency landscape
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❑ Having a central bank and national currency no longer 

guarantees monetary sovereignty in our financially 

globalized world; 

❑ The influence of a few reserve currencies has undermined 

the “Westphalian” conception of monetary sovereignty at a 

huge cost to developing countries, which are affected by 

policy moves by major institutions such as the US Fed;

❑ The IFS exposes African countries to recurrent debt crises, 

an inevitable outcome of the long-term deterioration of 

commodities terms of trade, growth-crushing borrowing 

rates, and the balance of payments constraints imposed by 

dollar funding;
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❑ Referring to the IFS, which he qualified as “morally 

bankrupt”, UN Secretary-General António Guterres once 

remarked that realizing Africa’s potential requires 

overcoming a series of challenges. Chief among them, he 

stressed, is the “dysfunctional and unfair global financial 

system that denies many African countries the debt relief 

and concessional financing they need.”

❑ The existing system denies Africa access to both 

concessional financing and financing on comparable terms;

❑ Consider the most recent yields on 10-year government 

bonds: Germany is paying 2.2%, while Nigeria is paying 

20.5%;
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❑ Over the years, the dysfunctional IFS has emerged 

as the greatest constraint to Africa’s development;

❑ By holding the region in a debt trap, the IFS has shrunk 

Africa’s fiscal space, undermined the scope of public 

investments that expand human capital, physical and 

digital capital, and entrepreneurial capital to levels 

required to crowd-in private capital and diversify the 

sources of growth and enhance the region’s integration

into the global economy;

❑ SSA has a ratio of 95 scientists per million inhabitants, 

compared to 2249 in East Asia and 3816 in Europe;

https://www.google.com.eg/imgres?imgurl=https://www.africanglobe.net/wp-content/uploads/2014/02/Africa-The-Cradle-Of-Human-Civilization-2.jpg&imgrefurl=https://www.africanglobe.net/africa/africa-cradle-human-civilization/&docid=bnCfbYfvYfkWCM&tbnid=erxxk-HmSyOg6M:&vet=1&w=320&h=230&bih=619&biw=1366&ved=0ahUKEwiz9pPv-8fWAhUILsAKHYwSBacQMwglKAIwAg&iact=c&ictx=1
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❑ The IFS has also set Africa on the path of recurrent 

debt crises: even after the HIPC Initiative, Africa is on 

the verge of another debt crisis, despite the region 

deploying the lowest amount of fiscal and monetary 

stimulus in response to the Covid-19 pandemic 

downturn;

❑ The combined emergency support deployed by the 

region was US$60 billion, compared to US$4.2 trillion in 

Europe and more than US$5.8 trillion in the USA;

❑ Africa’s combined debt is around US$1.8 trillion, which 

pales in comparison to Europe (US$14.1 trillion) and the 

USA (US$35 trillion); 
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❑ Africa’s debt-to-GDP ratio is around 68.6%, compared 

to 88.6% in Europe and 121% in the USA;

❑ Despite these figures, Africa is the region of the world with 

the largest number of countries either at high risk of or 

already in debt distress;

❑ In fact, 60% of countries labeled as being in or at high risk 

of debt distress are African, including Ethiopia, one of the 

world’s fastest-growing economies—its GDP expanded by 

6.1% in 2020 at the height of the pandemic crisis, and is 

forecast to expand by 8.4% in 2024;

❑ Why would a country enjoying robust economic 

growth default on its debt to enter an IMF program?

https://www.google.com.eg/imgres?imgurl=https://www.africanglobe.net/wp-content/uploads/2014/02/Africa-The-Cradle-Of-Human-Civilization-2.jpg&imgrefurl=https://www.africanglobe.net/africa/africa-cradle-human-civilization/&docid=bnCfbYfvYfkWCM&tbnid=erxxk-HmSyOg6M:&vet=1&w=320&h=230&bih=619&biw=1366&ved=0ahUKEwiz9pPv-8fWAhUILsAKHYwSBacQMwglKAIwAg&iact=c&ictx=1
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❖ The chronic deficit of monetary sovereignty that 

disproportionately exposes it to the entrenched 

inequality of the current IFS is the answer;

❖ The story of Ethiopia is the story of Africa under the 

constraints imposed by the IFS;

❖ By surrendering monetary sovereignty, Africa has 

jeopardized prospects for economic sovereignty—the 

capacity of countries to make decisions in relation to 

economic policy—at significant costs for development; 

❖ Following an overview of the IFS, this keynote argues for 

greater and “effective monetary sovereignty” in Africa; 
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Outline

❑Background and objectives;

❑Overview of the International Financial System and 

implications for Africa;

❑Monetary integration as the path to monetary 

sovereignty in Africa;

❑Africa’s path to monetary sovereignty in the highly 

financially globalized world;

❑Expected benefits of monetary integration in Africa;

❑Closing remarks;
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II. Overview of the International Financial System and 

implications for Africa

❖Since the end of WWII, and especially after Nixon’s 1971 

decision to sever the link between gold and the USD, the 

US currency has been the cornerstone of the IFS;

❖As the world’s reserve currency, the USD has been used 

for trade and international finance, and as a preferred 

reserve currency held by nations;

❖Reflecting the power of network effects, the USD still 

accounts for around 90% of all currency trading despite 

the ongoing shift toward multipolarity and de-dollarization;
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❑ Financing extended to countries by Multilateral 

Development Banks (MDBs), including the World Bank, 

but also regional development banks, such as the AfDB, 

Afreximbank, and IAB, is in USD;

❑ Access to affordable USD has been the most important 

binding constraint to structural transformation in Africa;

❑ In the absence of structural transformation, African 

economies, which are still largely natural resource-

based, depend on access to USD more than any other 

region, given that they rely heavily on imports for both 

final consumption and intermediate goods;
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❖For instance, in the absence of a vibrant pharmaceutical 

industry, countries across the continent have opted for 

imports, spending billions of dollars annually on drugs;

❖Furthermore, while other parts of the world—including 

Asia, where digitalization is bolstering the use of local 

currencies for cross-border payments and settlement—

do not rely on USD for intraregional trade, USD is 

required for both extra- and intra-African trade;

❖Unlike Europe, where intraregional trade is mainly 

financed in euros, intra-African trade is primarily settled 

in USD or euros;
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❖Naturally, countries that do not have access to the 

USD have difficulties promoting trade, long-term 

investment, economic growth, and structural 

transformation, all of which are conditioned upon 

access to affordable patient capital;

❖This involves several countries across Africa—the 

region where the annual trade financing gap is 

estimated to exceed US$120 billion and annual 

financing gaps for Sustainable Development Goals are 

even larger, at US$1.3 trillion;
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17

Related image

❖Issuing a reserve currency is the preserve of a few 

countries, an inequality that has confined Africa to 

the demand side of the supply-and-demand 

equation in the global credit money system and 

the international monetary order;

❖Still, the entrenched bias in the issuance of reserve 

currencies, which confers exorbitant privileges to 

advanced economies while acting as a constraint to 

growth in developing countries, has other significant 

implications and costs;
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❖1. Debt crises have become a recurrent 

problem for the developing world, and 

especially for African countries;

❖Even though African countries have been contending 

with financial repression, having the lowest share of 

global sovereign debt, they are the most vulnerable to 

debt crisis;

❖Africa’s share of global sovereign debt is negligible, 

standing at less than 2%, yet more than 60% of 

countries either at risk or already in debt distress are 

in Africa;
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❖2. Access to affordable long-term capital has been 

a major problem for African countries, which are 

paying interest charges that are often 5%-10% 

higher per year compared to the borrowing costs 

paid by rich countries;

❖While the yield on Kenya’s 10-year bond is trading at 

over 17.9%, US Treasuries trade at around 4%;

❖By acting as lenders and market-makers of last 

resort, systemically important central banks such as 

the US Fed and ECB put downward pressure on 

spreads to reduce the fiscal burden of debt and 

refinancing risks;
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❖3. The “Original Sin” of borrowing in foreign currencies, 

which exposes African countries to currency risks and 

exacerbates debt overhang, is the consequence of the 

asymmetric issuance of reserve currencies;

❖More than 80% of African countries’ debt is denominated 

either in USD or euros, increasing their vulnerability to 

monetary policy changes by the US Fed and ECB;

❖Can monetary and economic sovereignty be achieved 

when a country’s liabilities are denominated in foreign 

currencies?

❖The Fed’s latest cycle of monetary tightening led to currency 

gyrations and the sharp depreciation of several African 

currencies;
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US Fed and Depreciation of African currencies
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❖4. The pre-eminence of the USD is also responsible 

for excess capital flow volatility and inordinate capital 

outflows from the developing world; 

❖ In addition to exacerbating macroeconomic instability, 

massive capital outflows have undermined the capacity of 

African governments to expand public infrastructure to 

crowd-in private capital in support of economic growth;

❖The deficit of investment in the power sector is 

responsible for the growth-crushing energy crisis hitting 

the continent;

❖Shortcomings in power are estimated to drain between 

2%-4% of African countries’ GDP annually;
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❖Furthermore, the sustained capital outflows—including illicit 

financial outflows, estimated at US$88.6 billion per annum—

under the balkanized African monetary landscape has 

inhibited the growth of liquid secondary markets in African 

countries’ sovereign bonds, sustaining demand for USD;

❖ 5. But perhaps the most insidious of all is the costly and 

pernicious perception premiums—the overinflated risk 

perception of African sovereign and corporate entities; 

❖The costly perception premiums that constrain access to 

affordable long-term financing and drain Africa of its scarce 

resources are the consequence of sub-investment grades 

assigned to African countries by global credit rating agencies;  
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❖Very few African countries are rated, and among 

those that are, 93% are rated as junk, including 

Ethiopia, Kenya, and Nigeria;

❖After the large-scale, pro-cyclical downgrade of African 

countries at the height of the Covid-19 pandemic, only two 

African nations now have investment grades (Botswana 

and Mauritius), subjecting most countries to extremely 

high interest rates;

❖ In addition to inhibiting growth and deterring investment, 

these prohibitively high interest rates dramatically increase 

the fiscal incidence of external debt, undermining 

economic sovereignty; 
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❖African countries will spend US$75 billion on interest 

payments toward external debt servicing this year;

❖Interest payments on external debt have become one 

of the largest items in national budgets, with countries 

spending more on interest charges than on 

healthcare;

❖Under the current IFS, in which no African currency 

has global standing, and no African central bank 

can act as a lender or market-maker of last resort, 

monetary sovereignty has become illusory in the 

region;
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❖ In the absence of monetary sovereignty, economic 

sovereignty has been elusive;

❖Under-industrialized Africa remains the most natural-

resource-dependent in the world, with a median 

commodity dependence of more than 90%, compared to 

33.3% in East Asia and 22% in Europe (UNCTAD 2023);

❖While monetary sovereignty is likely to set Africa on 

the path of economic sovereignty in our highly 

financialized world, economic sovereignty is 

impossible in the absence of monetary sovereignty;
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III. Monetary Integration as the Path to Monetary 

Sovereignty in Africa

❖Most, if not all, African countries have a national central bank 

and a national currency— in fact, Africa is home to around 33% 

of currencies in circulation worldwide;

❖But no African country can claim to enjoy the benefits of 

monetary sovereignty even in an ‘effective’ sense, let 

alone in a ‘Westphalian’ sense; 

❖The ‘Westphalian’ conception of monetary sovereignty refers to 

the ability of states to issue their own currency, as well as 

regulate its use within their borders;

❖But with financial globalization and creeping dollarization, 

national borders have become very porous; 
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❖Dollarization is subjecting countries, especially low-income 

nations, to the outcomes of financial and monetary policies 

taken by the US Fed;

❖Governments all over the world are contending with 

bondholders and IMF’s policy conditionalities;

❖Digitalization has given rise to cryptocurrencies, stablecoins, 

and shadow banking instruments, raising a new set of 

challenges for regulators and central bankers;

❖The increasing volume of onshore and offshore financial 

transactions is a new reality of the IFS;

❖Public money has become a fraction of the global money 

supply, with private financial institutions playing an increasingly 

more important role in the issuance of money offshore; 
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❖Reflecting these developments in the IFS, the BIS had called 

for the end of the “triple coincidence” when the ‘monetary 

area’, ‘economic area’, and ‘decision-making area’ all 

coincided with a state’s territory (Avdjiev et al., 2015);

❖With the changing global financial landscape and increasing 

reality of dollarization and preeminence of reserve currency, 

monetary sovereignty has repeatedly been declared dead over 

the past few decades (Cohen, 1998; Klooster, 2022);

❖Under the deepening process of global economic and 

financial integration, the increasing pre-eminence of the 

reserve currency has relegated the ‘Westphalian’ 

conception of monetary sovereignty to the distant past;
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❖So why is the third African Economic Conference focusing on 

monetary sovereignty if the concept is dead?

❖The short answer is that monetary sovereignty has taken 

a different form in a financially globalized world of 

increasing currency competition;

❖States are competing fiercely to foster widespread usage 

of instruments denominated in their national unit of 

account;

❖ In its drive to internationalize the rupee, the Reserve Bank of 

India (RBI) has allowed banks from 22 countries to open 

Special Vostro Rupee Accounts to settle payments in rupees;

❖Countries enjoying the exorbitant privilege of a reserve 

currency are prepared to do whatever it takes to preserve it; 
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❖ Issuing a reserve currency confers immense economic and 

geopolitical power upon the US, not least the use of US 

government debt as currency reserves and private sector 

collateral, which allows the US to finance its debt levels at 

much lower rates;

❖The US is also one of the few countries that enjoys effective 

monetary sovereignty in our financially globalized world, where 

monetary sovereignty is determined by the volume of onshore 

and offshore financial transactions carried out in one’s given 

unit of account;

❖ The volume of these transactions determines the hierarchical 

position of the monetary area, which in turn shapes the position 

of the country in the international hierarchy of money;
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❖ The higher up in the international hierarchy of money, the 

greater the ability of a given state to effectively use its 

tools of monetary governance to achieve its economic and 

policy objectives;

❖Under that hierarchy, the highest layer is occupied by the USD, 

followed by the euro, which has the second-largest offshore 

component after the USD;

❖Even though Belgium lost its monetary sovereignty in a 

“Westphalian” sense by joining the Eurozone monetary union, it 

nonetheless has greater flexibility in adapting the monetary 

policy strategy to a changing macro-financial environment—

effective monetary sovereignty—more so than any African 

country that has retained its national currency;
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❖The ECB is one of the most systemically important central 

banks in the world, and countries that fall under the euro 

umbrella enjoy greater effective monetary sovereignty than 

other EU countries that are not part of the monetary union;

❖China, which has been rapidly moving up the apex of the 

international hierarchy of units of accounts, also enjoys great 

flexibility in the conduct of monetary policy in pursuit of its 

growth objectives;

❖ In its drive to internationalize the RMB, China is developing 

cross-border payment systems and extending swap lines; 

❖After including the Chinese RMB in its SDR basket, the IMF 

recently raised its weightage to 12.28%; 
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❖Amid rising financial globalization and continental 

states, monetary sovereignty is increasingly dictated by 

the use of one’s currency in international trade and 

finance;

❖ In a mutually reinforcing relationship, greater economic 

power enhances monetary sovereignty, and monetary 

sovereignty loosens the balance of payments constraints 

associated with dollar funding. This empowers government 

officials with greater degrees of freedom in economic 

management and monetary governance;

❖ In a world of increasing currency competition, the 

balkanization of Africa’s currency landscape is a constraint to 

both monetary sovereignty and economic sovereignty;
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IV. Africa’s Path to Monetary Sovereignty in the Era 

of Financial Globalization

❖ In the era of financial globalization, effective monetary 

sovereignty is based not only on the ability of central banks to 

act as a lender of last resort, but also and increasingly as a 

market-maker of last resort;

❖When the latest cycle of interest rate hikes widened spreads in 

countries such as Italy, the ECB established a “Transmission 

Protection Instrument” to counter the risk of financial 

fragmentation following the normalization of monetary policy;

❖As a result, the spread between Italian and German bonds 

narrowed, reducing the fiscal burden of Italy’s debt;
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❖Although Italy’s debt (US$3.22 trillion) is nearly double that of 

Africa combined (US$1.8 trillion), it can afford this debt level 

because it is under the umbrella of a systemically important 

central bank with the capacity to sustain demand for its bonds 

and put downward pressure on spreads;

❖No African central bank can play a similar role in our 

current highly balkanized African monetary landscape;

❖But monetary integration can provide the path to 

monetary sovereignty, establishing an African central 

bank that serves both as lender and market-maker of last 

resort;

❖Establishing a single African currency has been a lofty 

goal entertained by African leaders for decades; 
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❖The idea of African monetary integration goes back to the 

Abuja Treaty adopted in 1991;

❖The Treaty stated that the African Economic Community 

(AEC) should be established through six stages, with 

the sixth dealing with, inter alia, the implementation of 

an African Monetary Union (AMU), the establishment of 

an African Central Bank (ACB), and the creation of a 

single African currency;

❖Several challenges have undermined progress toward 

monetary integration, which has become the necessary 

condition for monetary sovereignty and economic 

development in Africa;
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❖ I will group these challenges into four different categories:

❖ The geopolitical and geoeconomic environment of unipolarity;

❖ The challenging and unrealistic technical criteria in a region that is highly 

vulnerable to adverse global shocks;

❖ The short-term thinking in a region where tackling recurring balance of 

payments crises trumps more important, medium- and long-term 

development objectives;

❖ A shortage of political will;

❖ These challenges are related: the unipolar geopolitical 

environment has sustained the colonial development model 

of resource extraction, undermining the diversification of 

sources growth and expansion of intra-African trade, exposing 

the region to recurrent external and internal imbalances; 
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❖Beyond reducing economic policy in the region to the 

management of short-term balance of payments crises, 

recurrent external and internal imbalances have made it 

extremely difficult to consistently and synchronously meet 

key macroeconomic convergence criteria, namely:

❖ (i) exchange rate stability to maintain exchange rate 

variability within the prescribed fluctuation margins; 

❖ (ii) price stability and low inflation within the single digits; 

❖ (iii) attaining a budget deficit-to-GDP ratio of no more than 

5%; 

❖ (iv) reducing central bank financing of fiscal deficit to a 

ceiling of 10% of the previous year’s tax revenue;
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❖Countries across Africa are subject to asymmetric shocks, 

making it very difficult to achieve synchronous convergence;

❖At the same time, the shocks that drive macroeconomic 

instability are often exogenous and triggered by US Fed 

policy and commodity market dynamics—a reflection of the 

stickiness of the colonial development model of resource 

extraction under the unipolar geopolitical environment;

❖The ongoing transition toward a multipolar world, 

accelerated by the globalization of value chains and 

technology diffusion, as well as the historical move 

establishing the AfCFTA, offers a unique opportunity to 

realize the dream of monetary integration in Africa;
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❖The first step on the path toward African monetary 

integration is to recognize the impossibility of consistently 

and synchronously meeting the macroeconomic 

convergence criteria—that is, achieving infinite 

convergence whereby macroeconomic convergence 

becomes the stationary state across the whole 

continent;

❖After Greece’s fiscal and sovereign debt crisis, we now 

know that these criteria were never met when several 

countries joined the Eurozone;

❖Nor were such convergence criteria even considered in the 

USA when Alexander Hamilton pushed for the Union;
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❖What put both Europe and the USA on the path of 

effective monetary sovereignty was political will;

❖EU monetary integration, which was realized in the 

era of financial globalization, was also motivated by 

another important factor: mitigating the risk of 

competitive devaluation;

❖Prospects of a competitive devaluation in the highly 

balkanized African monetary landscape is one of the 

major risks facing the region during the 

implementation of the AfCFTA;
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❖The commitment to realize the full benefits of the 

AfCFTA, which has the potential to accelerate the 

diversification of sources of growth and boost 

intra-African trade, should strengthen political 

will in the region;

❖But in the immediate short term, large economies 

should be prepared to support smaller and more 

vulnerable nations, with the first tangible move being 

the establishment of the African Monetary Fund;

❖The Eurozone experience shows that monetary 

integration works when led by large economies; 
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❖Bringing France and Germany together was a major 

catalyst for the creation of the euro;

❖Hence, countries such as Egypt, Nigeria, and South 

Africa should transcend the illusion of monetary 

sovereignty to lead monetary integration for Africa’s 

effective monetary sovereignty in the financial 

globalization era;

❖ In the short term, digitalization, which is enabling countries 

to draw on technologies to lower transaction costs, as well 

as to secure convenient, fast, and transparent cross-

border payments, should be leveraged to accelerate the 

process of monetary integration within the region;
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❖Countries across the region should consider the following 

options to facilitate the transition toward a single, unified 

African currency:

1. Accelerating the transition toward Local Currency 

Settlement (LCS) arrangements, which have been 

successfully tested in Asia to cut transaction costs, boost 

efficiency, and ease balance of payments constraints 

associated with USD funding;

❖ More than 85% of intraregional trade payments in Africa 

are rerouted offshore for clearing and settlements, adding 

an estimated US$5 billion per year to transaction costs;
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2. Countries should also draw on technologies to 

establish bilateral swap arrangements that minimize 

liquidity mismatch and enhance exchange stability;

3. Investing in the harmonization of standards for a 

unified payment interface that strengthens connection and 

enhances payment and settlement in the continental domestic 

market;

❖ But if there is one lesson to be taken from the 

Eurozone experience, it is that monetary integration in 

Africa and its success in the era of financial 

globalization also hinges on fiscal federalism;

https://www.google.com.eg/imgres?imgurl=https://www.africanglobe.net/wp-content/uploads/2014/02/Africa-The-Cradle-Of-Human-Civilization-2.jpg&imgrefurl=https://www.africanglobe.net/africa/africa-cradle-human-civilization/&docid=bnCfbYfvYfkWCM&tbnid=erxxk-HmSyOg6M:&vet=1&w=320&h=230&bih=619&biw=1366&ved=0ahUKEwiz9pPv-8fWAhUILsAKHYwSBacQMwglKAIwAg&iact=c&ictx=1


50

Related image

V. Expected Benefits of Monetary Integration in 

Africa

❖The Zhang (2014) model has shown that welfare is 

unambiguously higher for a country when its currency is 

adopted abroad;

❖The Eurozone’s real GDP per capita has increased by 

more than 102% since the adoption of the euro in 1999;

❖In its aggressive move to internationalize the rupee, the 

RBI estimates that settling imports of Russian oil in local 

currency could save dollar outflows estimated at US$30 

billion on crude oil imports every year;

https://www.google.com.eg/imgres?imgurl=https://www.africanglobe.net/wp-content/uploads/2014/02/Africa-The-Cradle-Of-Human-Civilization-2.jpg&imgrefurl=https://www.africanglobe.net/africa/africa-cradle-human-civilization/&docid=bnCfbYfvYfkWCM&tbnid=erxxk-HmSyOg6M:&vet=1&w=320&h=230&bih=619&biw=1366&ved=0ahUKEwiz9pPv-8fWAhUILsAKHYwSBacQMwglKAIwAg&iact=c&ictx=1


51

Related image

❖ Besides the welfare gains, the economic and development 

impacts of monetary integration in Africa will be significant 

and wide-ranging, including:

1. Reduction of risks of recurrent and widening current 

account deficits, which have been the main driver of 

macroeconomic instability and balance of payments crises;

2. Seigniorage gains as Africa internationalizes its 

currency;

3. Expansion of trade and investment opportunities and 

reduction of trade costs–Estimates show that Africa could 

save more than US$5 billion annually when the Pan-African 

Payment and Settlement System is fully implemented;
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4. Increased confidence in the internal and external value 

of the African currency while enhancing the transmission 

mechanism of monetary policy to strengthen the foundation of 

macroeconomic stability;

5. Reduced economic burden of maintaining large foreign 

exchange reserves for self-protection to mitigate the risk of 

financial globalization and hedge against the increasing 

financial stability;

❖ Empirical results show that these costs are huge, with the 

annual cost of precautionary foreign reserves in emerging 

market economies estimated to be 0.82% of GDP 

(US$209.2bn) in 2018, at a spread of 5%, increasing to 1.15% 

of GDP (US$292.8bn) at the 7% spread; 
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❖ The opportunity cost of these reserves—which stem from 

the fact that the monetary authorities could invest in 

higher-returning assets, instead of safe and liquid 

investments as done by central banks—are significant for 

countries contending with myriad financing gaps for 

sustainable development, as well as climate change 

adaptation and mitigation;

6. Enhance the stability of the IFS to mitigate the 

perennial shortage of safe assets, which frequently 

triggers sudden stops and drives capital outflows from the 

Global South at huge macroeconomic and social costs;
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❖ Empirical evidence shows that capital outflows and 

sudden stops are estimated to cause, on average, a 

decrease in output of 4.5% in the year that witnessed the 

capital reversal and by almost 2.2% the following year 

(Jeanne and Ranciere, 2011);

❖ 7. Support the development of liquid secondary 

markets for sovereign and corporate bonds to 

mitigate foreign exchange risks associated with the 

“original sin” and deepen capital markets to increase 

access to affordable long-term capital critical for the 

diversification of sources of growth and trade, especially 

in the most vulnerable low-income countries;
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❖ 8. Beyond accelerating the development of liquid 

secondary markets for sovereign and corporate 

bonds, monetary integration will reduce financial 

leakages and accelerate the implementation of the 

AfCFTA;

❖Monetary integration will mitigate the risk of a 

competitive devaluation during the implementation of 

the AfCFTA;

❖ It will also provide the affordable patient capital 

needed to accelerate the transformation of African 

economies and boost intra-African trade;
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VI. Summary and Conclusion

❖For decades, financing has been the most important binding 

constraint to growth and economic development in Africa;

❖The region, which has been the prime victim of financial 

repression, has also emerged as the most vulnerable to 

debt crises;

❖With financial globalization relegating the Westphalian 

conception of monetary sovereignty to the distant past, 

the rise of systemically important central banks that 

enjoy the exorbitant privilege of issuing a reserve 

currency has marginalized African currencies and 

central banks in the global monetary order;
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❖ The reliance of African countries on external financing in a 

world of increasing hierarchy of currencies, which has 

reduced African central banks to rule-takers, has been 

costly, with default-driven borrowing rates forcing countries 

throughout the region into a debt trap;

❖ The few countries whose central banks have the power to 

issue a reserve currency have emerged as the ones 

enjoying “effective monetary sovereignty”, with their 

currency used for global trade and international finance 

and as a primary reserve currency held by central banks;

❖ More than 80% of global foreign exchange reserves 

held by central banks are in USD and euro;
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❖ In our new world of financial globalization, “effective 

monetary sovereignty” has become the path to 

economic sovereignty and global income convergence;

❖ A growing number of developing countries are actively 

working to internationalize their currency and reap the 

benefits of “effective monetary sovereignty” in our emerging 

multipolar world;

❖ More than ending the balkanization of Africa’s monetary 

landscape, monetary integration will help to set the 

region on the path toward “effective monetary 

sovereignty”, strengthening the foundation of economic 

sovereignty in the era of financial globalization;   
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❖ In essence, monetary integration has become the 

necessary condition for “effective monetary 

sovereignty” and economic sovereignty in Africa;

❖ Besides its huge economic benefits, most notably in 

terms of macroeconomic stability, reduced 

opportunity costs of precautionary reserve hoarding, 

development of a unified African bond market that 

enhances access to affordable long-term financing for 

structural transformation, and the implementation of 

the AfCFTA, monetary integration will bring 

considerable geopolitical power to the region;
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❖Marshalling the political will to transcend the illusion 

of monetary sovereignty borne out of independence in 

the post-colonial era is crucial if Africa is to achieve 

the sort of monetary integration dreamed of by the 

continent’s Founding Fathers and reap its economic 

and geopolitical benefits;

❖With Africa’s monetary integration, the new global 

monetary order will change for the better, with a 

currency from Africa, the region that is projected to 

account for 40% of the world population by 2100;
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Emerging global monetary order
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“Unite we must. Without necessarily sacrificing our 

sovereignties, we can forge a political union based 

on defense, foreign affairs and diplomacy, and a 

common citizenship, an African currency, a 

monetary zone and a central bank. We must unite in 

order to achieve the full liberation of the 

continent.”—Kwame Nkrumah

Thank you! 
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